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COMMITTEE ON BUDGET & FISCAL REVIEW
Room 5019, State Capitol
Sacramento, CA 95814

SENATOR DENISE MORENO DUCHENY, CHAIR

Quick Summary
2009-10 Budget
and
Budget Package Actions

February 14, 2009

The purpose of this Quick Summary is to provide fmers and staff of the
Legislature with a review of the 2009-10 Budget aethted Budget Package
Actions. If you have questions, please contacttmmittee at (916) 651-4103.

Legislative Leaders Craft Budget Solution

On February 12, the leaders of the Legislature looded their budget discussions
and reached a compromise Budget Package agreerhantiricludes: (1)
expenditure reductions, (2) tax increases, (3) elgmof economic stimulus, and
(4) some reforms and efficiencies. The Budget pgekaddresses various current
year revenue shortfall and expenditure issues,@sas enacts a balanced 2009
Budget Act (meeting the Legislature’s constitutiodaadline for a 2009 Budget
four months early) — in essence providing for 18the of budget solution for the
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period ending June 30, 2010. Broadly, the Budgatk®ge includes over $15
billion in expenditure reductions, approximately 1$1L billion in borrowing
(mainly from revenue anticipation warrants and sé@eation of the state lottery),
and approximately $14.4 billion in new revenuesthdd elements of the package
include: (1) a spending cap contained in SCA 1 6AAL of the ' Extraordinary
Session — limiting spending to the rolling 10-y&@nd in revenues; (2) a long-
term stability funding mechanism for schools byogtizing $9.3 billion in
funding owed under Proposition 98 (contained witB@A 2 or ACA 2); and (3) a
number of measures deemed economic stimulus beidgessed in the "2
Extraordinary Session.

Definition of the Overall Problem

On December 31, 2008, the Governor released hi8-20(proposed budget. The
Governor estimated the overall budget problem as7billion — however, this
assumed a $2 billion reserve — by June 30, 2016nalasy solutions to solve the
gap in revenue collections and the increase experdi

According to the Department of Finance — fallingri@prices, worsening credit
availability, shrinking equity values, and growijap losses delivered a crushing
blow to the national and California economies. Th#look for the California
economy is for negative growth in 2009 followed wgak growth in 2010, and
better growth in 2011, but that the economy wilt fikely improve much until
credit becomes much more available.

Overall Solutions - $40.9 billion
The relative value of the package of solutionster 18 month period ending June
30, 2010 can be summarized as follows:

* Tax increases and other revenues $14.4 billion

* Spending reductions $15.1 billion

« Borrowing $11.4 billion
$40.9 billion

The overall package is also predicated on having@msroximately $1.3 billion

General Fund reserve. In addition, if Californexeaives at least $9.1 billion in
new federal funds, this would “trigger” the follavg (1) borrowing is reduced by
$5.9 billion (eliminating the need for a proposeevBnue Anticipation Warrant or
RAW); (2) spending reductions are restored in tm@wnt of approximately $950
million; and (3) taxes are reduced by $1.6 billion.
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Summary of Expenditure Reductions. The total expenditure reductions are
approximately $15.1 billion; however, if the “trigg is pulled this figure is
reduced to $14.4 billion. Expenditure reductiomdude (1) real cuts to programs,
(2) reductions in spending growth in programs, d8)ays in expenditures, (4)
some statutory cost-of-living adjustment (COLA sarsgions, and (5) some fund
shifts. The chart below identifies many of the exgiture reductions and the value
of them for the identified fiscal years. A portioh some expenditure reductions
may be restored depending on the level of federalihgdvailable to the State.

*Possible Partial Trigger Restoration
(dollars in millions)

Issue 2008-_09 2009-_10 2-year
Reductions Reductions Totals
Judicial Branch* -- $334.8 $ 334.8
Proposition 98 $5,646.5 2,955.2 8,601.7
Proposition 98 CY due to
change in revenues 746.9 -36.1 710.8
Higher Education* 132.2 755.5 887.7
Corrections - 180.8 180.8
Public Safety Savings 106.8 - 106.8
Health - 208.3 208.3
Proposition 63 fund shift -- 226.7 226.7
Human Services* 79.8 1,176.8 1,256.6
Developmental Disabilities
Services 28.7 160.2 188.9
Proposition 10 - 608 608
Public Transit — suspend 153.2 306.4 459.6
state funding
Employee Comp 385.8 1,024.3 1,410.0
Delay Local Mandates -- 91.0 91.(
Statewide Cuts: capital
outlay, inflation adj, & debt -- 385.0 385.0
Senior Citizens’ Property
Tax Deferral 6.5 32.0 38.5
CalTrans shift Tribal
Gaming revenues 100.8 100.8 201.6
PTA/MTEF shift for HTS -618.7 -272 -890.7
Various Others 12.5 80.4 92.9
Total $6,781 $8,319 $15,100

Federal Funds Trigger. AB 8 / SB 8 contains a new Government Code Section
99030 requiring the Director of Finance and theteéStareasurer to meet for the
purpose of determining, by April 1, 2009, whethalifornia is the recipient of
“additional” federal funds that could be used tésef General Fund expenditures.
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If it's determined that the State will receive east $9.1 billion in federal funds by
June 30, 2010, the Joint Legislative Budget Conemithnd State Controller are
notified of this determination.

This action “frees up” an equivalent amount of Gah&und. Of this amount (1)
$5.9 billion would be used to eliminate the needad®AW; (2) $1.6 billion would
lower the Personal Income Tax surcharge by one-aatf (3) the State Controller
Is then authorized under Control Section 8.30 ef2009 Budget to restore various
levels of funding. Furthermore, any statute chatige was required to activate
various reductions and tax increases will becoropenative.

The following items are “triggered” for possibleggmentations:

» University of California, $50 million.

» California State University, $50 million.

 Judicial Branch, Trial Courts, $100 million.

 Judicial Branch, New Judges, $71.4 million.

» Department of Social Services, CalWORKs grants/&hdlion.

» Department of Social Services, IHSS, $78 million.

» Department of Social Services, SSI/SSP grants, $#6i&n.

» Department of Health Care Services, Optional Sesyi$129 million.

» Department of Health Care Services, Safety Net Rowls, $54 million.

Summary of Tax Increases and Credits. The Legislative Leadership and
Governor have agreed to various tax increases egdits as part of the overall
compromise to the budget shortfall — all these messwill be in either SB 3/ AB
3 (tax increases) or SB 15/ AB 15 (tax creditsjhia 3 Extraordinary Session.
The table below summarizes the proposals.

Revenuegdollars in millions) 2008-09 2009-10 Total
Sales Tax 1 cent increa@® exceptions) through

2011-12. $1,203 $4,533 $5,756
Increase Vehicle License Fee (VLF) to 1 percent

through 2012-13 (if spending cap fails then thru 264 1,213 1,477
2011-12).

Increase VLF by 0.15 percefur local public

safety programs (saves GF $600 million) 111 508 619
Reduce Dependent Creditreduced to level of

personal credit for up to four years (if spendiag ¢ -- 1,440 1,440
fails then for two years).
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Increase Gas Excise Tax by 12 cdots
transportation projects and bond debt for four gear 250 1,812 2,062
(if spending cap fails then for two years).
Single Sales Factor Apportionmedsgginning
01/01/11. Change in corporate tax law; includes -- -- --
provisions to prevent manipulation. Revenue loss
projected to be $65 million first year, increastng
a maximum of $700 million.

New Film Credit— Allocations begin 07/01/11. Tax
credit subject to budget appropriation, capped at -- - --
$100 million revenue loss.

Hiring and Retention Creditsffective 2009 and
2010 tax years. Tax credit of up to $3,000 for new -20 -200 -220
hires in small businesses (20 employees or less).
Capped at $200 million per year for two years on
Personal Income Tax Surcharg®.0 percent tax
liability surcharge for four years (if spending cap -- 3,254 3,254
fails then for two years). However, if federal éisn
become available under the “federal funds trigge
then the surcharge is lowered to 2.5 percent. For
illustrative purposes, this table includes the fu0
percent increase.

Y.

=,

Total $1,808 | $12,560 | $14,388

Summary of Borrowing. The total level of borrowing assumed in the Budget
Package totals $11.4 billion. The major componehtsis are (a) $5 billion from
the securitization of the State Lottery — the siization will have to go before the
electorate at the next statewide election; (b) $bl&n from the issuance of a
revenue anticipation warrant (RAW) — the RAW wolld issued and accrue to
2008-09 to offset expenditures incurred in 200849 (c) various transfers and
loans from special funds totaling approximately $43llion.

Spending Cap (Constitutional Amendment). As part of the overall Budget

package, a spending cap has been included thates@pproval by the electorate.

The spending cap is a new constitutional amendthanteplaces SCA 13/SCA 30

which were passed in September 2008. The mewséd) spending cap includes

the following elements:

» Limits spending to the rolling 10-year trend in €aues.

« Amount above the 10-year trend would go into theddgt Stabilization
Account (or rainy day fund).
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* Funds can be withdrawn from the “rainy day fund”emirevenues fall below a
current service level of the budget.

* Deposits into the “rainy day fund” include amouatsove the trend line, plus
the existing three percent currently required (3% revenues).

* 3% annual deposit is halted when the “rainy daydfuis equal to 12.5% of
revenues.

* Revenues above the trend line after the “rainyfdag” is full can be used for
various one-time spending purposes (thereby posgbbviding future GF
relief).

Proposition 98 (Constitutional Amendment). This constitutional amendment

would make clear that beginning in 2011-12 schoegtridts and community

colleges shall receive a total of $9.3 billion @yments to be appropriated from a

specific supplemental education payment accouhe cbnstitutional amendment:

» Clarifies that payments from the supplemental etioicgpayment account are
in-lieu of maintenance factor payments that woulteovise be determined for
2007-08 and 2008-09, as specified.

* Requires that up to $200 million of the 2011-12papt for K-12 districts be
made for purposes of equalization of revenue linaissspecified.

» Specifies that remaining funds for K-12 districdfter equalization in 2011-12
and annually thereafter are adjustments to revemiteapportionments.

Proposition 63 — Mental Health Services Act (MHSA).Subject to approval by
the voters at a statewide election, utilizes MHSAds in the amount of $226.7
million in 2009-10 and up to $234 million in 201Q;1to support the Early and
Periodic Screening, Diagnosis, and Treatment (EB3®¥dgram as administered
by the State Department of Mental Health. Add#ilostatutory changes are made
in the Health Omnibus Trailer bill to improve theeuand effectiveness of MHSA
funds, consistent with the recommendations of reaedit reports.

Proposition 10 — California Children and Families Act of 1998. Subject to
approval by the voters at a statewide electionaedp use of Proposition 10 funds
for health and human services in state programsHddren up to five years of
age. Transfers Proposition 10 reserve funds oD 3$84dlion on a one-time basis
for these state program purposes, and additiotr@hsfers $268 million annually
for five fiscal years starting with 2009-10 to bgpeopriated by the Legislature as
part of the annual budget process. Further ditbetsise of Proposition 10 funds
to provide direct health care services, human sesyiincluding services for at-risk
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families who are involved in the child welfare st and direct early education
services, including preschool and child care.

Lottery. Makes changes to clarify education appropriatiaatify the lottery
Director's authority relative to state employeesl eequire greater transparency by
having lottery audits be posted on the internehese changes would be placed
before the voters, along with various sections lodier 764, Statutes of 2008 (AB
1654), the lottery modernization trailer bill fdret Budget Act of 2008.

Various Economic Stimulus Measures. The Budget Package contains various
measures to be acted on in tH¥ Extraordinary Session. The 10 bills in the
Second Extraordinary Session relate to economaudtis and mortgage relief for
Californians. The bills streamline regulatory pFsses to advance infrastructure
projects; expand the opportunities for the stateetder into public-private
partnerships to develop infrastructure; make itezde construct courthouses; and
provide flexibility provisions into the state’s lab laws, while maintaining
essential workers’ rights.

Iltems Withheld from Approval in 2009 Budget — Budgé Committee Work
Continues. Below is a list of budget items that are being Wwtll from approval
in the 2009 Budget pending a more thorough disounssi budget subcommittees.
Many of the items listed met one or more of théofwing criteria (1) were rejected
in a prior budget year; (2) have substantial policyplications — for example,
information technology or the state’s bond capaaityis (3) a new program or
expansion. These items are being withheld withpyejudice in order to ensure
fair debate.

In addition, the budget subcommittees will continoeexamine the various pieces
of trailer bill language proposed by the admintstra Even though the 2009

Budget may have passed, there are numerous pittreder bill language that are

not part of the “deal” and will need to be actedatra future date if many of the
Items within the 2009 Budget are to reach full iempéntation.
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10

11

12

Item #
0250-001-0159
0250-001-0932
0250-102-0556
0250-101-0983

0250-101-0983

0502-001-0001

0502-001-0001
0502-001-9740

0520-001-0649

0690-001-0001
various 0690
items

0820-001-0001

0820-001-0001

0860-001-0001

1730-001-0001

1760-001-0666

2240-001-0648

Items Withheld from 2009-10 BUDGET

(without prejudice for further subcommittee discusson)

Dept/Agency

Judicial

Judicial

Office of
Chief
Information
Officer
(OCIO)

OcCIO

BT&H
Agency

CA
Emergency

Management

Agency

Department of

Justice

DOJ

Board of
Equalization

FTB

Dept of
General
Services

Housing and

Community

Development

Amount GF/SE
$55,799,000 SF

$28,466,000 SF
$2,000,000 GF
$3,709,000 GF
$211,000 SF
$16,181,000 SF
$3,185,000 GF

$4,486,000 GF
$1,328,000 GF

$3,870,000 GF
$4,988,000 SF
$0 GF
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BCP
(if any)
JC Tech-1

F*

TC2

2

2

1,
2,3,5,6,18,23,
26

Comments
Court Case Manage
System (CCMS).

Trialrteecurity.

OCIO -- Linked Education
Data System structural
design.

Doubling of staffing.

I-Bank Staff Augmentation.

Emergency Response
Initiative. (Formerly Office
of Emergency Services)

Related to funding of class
action lawsuits.

Related to funttin
support DOJ's federal
habeas corpus workload.

Related to malt beverage
alcohol tax collection. For
further discussion.

New EnterpriseDa
Revenue IT Project.

Related to energy efficiency
retrofits. The
Administration is over a
year late in responding to
our SRL request on its
green building projects.

Suspend state inspection of
employee housing.
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13

14

15

16

17

18

19

20

21

22

23

24

25

26

2660-001-0042

2660-001-0042

2660-001-0890

2660-002-0890

2665-004-6043

2720-001-0044

2720-301-0044

2740-001-0044

2740-301-0044

3360-001-0381

3360-001-0465

3360-001-0890

3540-001-0001

3540-001-3120

3540-301-0660

Caltrans $53,428,000 SF 6
Caltrans $1,000,000 SF/fed 15
Caltrans $769,000,000 fed 4
High-Speed $123,385,000 SF
Rail Authority
CA Highway  $11,909,000 SF 4
Patrol
CHP $13,376,000 SF COBCPs
1,2,6,7
Dept of Motor  $15,242,000 SF 1&3
Vehicles
DMV $21,608,000 SF Various
COBCPs
Energy $703,000 SF 3
Commission
Energy $2,589,000 SF 1
Commission
Energy $34,000,000 SF 6
Commission
CALFIRE $2,762,000 GF 8
CALFIRE $285,000 SF 16
CALFIRE $26,375,000 Lease CO-2
Revenue

Senate Budget and Fiscal Review Committee

Retrafiffo Quality
Mandates.

Workforce Development
Centers.

GARVEEd30 The Gov
requests $769M to fully
repay proposed new state
bonding of federal revenue.

High-Speed Rail
Implementation.

New Computer-Aided
Dispatch (CAD) IT project.

Various CHP Office Capital
Outlay Projects.

Related in whole or in part
to the implementation of the
federal Real ID Act.

Various DMV Office
Capital Outlay Projects.

West Coast Regional
Carbon Sequestration
Partnership.

Siting Renewable
Generation and
Transmission: Larger issue
of energy reorganization.

Energy Efficiency and
Conservation Block Grants:
Authorized by AB 2176
(Caballero, 2008).

Retrofitiod £ngines with
clean-air equipment in
response to ARB
regulations.

Rejected psapio 2008-
09.

El Dorado Fire Station -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Page 9



27

28

29

30

31

32

33

34

35

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

3540-301-0660

CALFIRE

CALFIRE

CALFIRE

CALFIRE

CALFIRE

CALFIRE

CALFIRE

CALFIRE

CALFIRE

Lease
Revenue

$70,238,000

$53,544,000 Lease

Revenue

Lease
Revenue

$10,599,000

$21,865,000 Lease

Revenue

$10,389,000 Lease

Revenue

$24,655,000 Lease

Revenue

$30,692,000 Lease

Revenue

$9,678,000 Lease

Revenue

Lease
Revenue

$25,100,000

Senate Budget and Fiscal Review Committee

CO-3

CO-4

CO-5

CO-6

CO-7

CO-8

CO-9

CO-10

CO-11

Cuesta CC/ San Luis
Obisbo Unit Auto Shop -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Parlin Fork Conservation
Camp - Project has not been
started yet. Broader
discussion of state bonding
capacity should happen.

Soquel Fire Station - Project
has not been started yet.
Broader discussion of state
bonding capacity should
happen.

Gabilan Conservation Camp
- Project has not been
started yet. Broader
discussion of state bonding
capacity should happen.

Potrero Fire Station -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Tuolumne-Calaveras
Service Center - Project has
not been started yet.
Broader discussion of state
bonding capacity should
happen.

Butte Unit Fire Station -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Cayucos Fire Station -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Felton Fire Station - Project
has not been started yet.
Broader discussion of state
bonding capacity should
happen.
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36

37

38

39

40

41

42

43

44

45

3540-301-0660

3600-001-0001

3600-001-0995

3600-001-6051

3600-011-0200

3790-001-0001

3860-001-
0001(2)
3860-001-6026

3860-301-6026
3860-301-6031

3860-301-6051

3860-501-0502

CALFIRE

Dept of Fish
and Game

DFG

DFG

DFG

Dept of Parks

and
Recreation

Department of
Water
Resources

DWR

DWR

DWR

$7,209,000 Lease CO-12
Revenue
$900,000 GF/SF 1
$3,057,000 SF 3
$8,914,000 SF 42
$30,000,000 SF NA
$1,635,000 GF/SF 6
$180,000 SF BD-1
$29,400,000 SF CP-10
$30,984,000 SF
State Water Off- Multiple

Project Funds Budget

Senate Budget and Fiscal Review Committee

Parkfield Fire Station -
Project has not been started
yet. Broader discussion of
state bonding capacity
should happen.

Vehicle retrofits in response
to ARB clean-air
regulations.

Renewable Energy
Regulatory Action Team:
New program.

Ecosystem Radgtor
Program Natural
Community Conservation
Plan: Relates to any future
projects that may take place
in the Delta.

Review of tish Bnd
Game Preservation Fund
(not a loan).

Vehicle retrofits in response
to ARB clean-air
regulations.

Delta Habitat Conservation
and Conveyance Program
Peripheral Canal BCP.

South Delta Improvement
ProgramThis is part of
larger discussion of how the
Delta should be redesigned.

Davis Dolwigeéssiong
with the related trailer bill
language that has
implications for all State
Water Project recreation
related issues.

Control Section to withhold
on new State Water Project
positions until discussion in
subcommitteeSee new CS
4.12.
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46 3860-501-0502 DWR DWR Funds Off- Multiple Control Section to withhold
Budget on new DWR positions
until further discussion in
subcommitteeSee new CS
4.12.

47 3940-001-0439 State Water $719,000 SF 2 Underground Storage
Resources Tanks: broader discussion
Control Board necessary of how the
department approaches
clean water enforcement.

48 4120-001-0001 Emergency $448,000 GF To provide pharmaceutical
Management caches. This BCP was
Services rejected last year.
Agency
49 4260-101-0001 Department of N/A 09-01 Positions to monitor the
Health Care DMH Mental Health
Services waiver.
50 4265-001-0001 Department of N/A IT-02 Related to conversion of
Public Health contract IT staff to state

employee IT staff.

51 4265-001-0001 DPH N/A AD-01 Related to conversién
contract janitorial services
to state employees.

52 4265-001-0001 DPH $6,800,000 SF CD-06 One-time PBop
augmentation for media
campaign and competitive

grants.
53 5225-001-0001 Department of  $35,702,000 GF NA Related to augmentation for
Corrections overtime base budget for
and custody staff.
Rehabilitation

54 6110-113-00001 Education $7,070,000 GF NA Caniog to education
mandate issue below.

55 6110-161-0001 Education $65,000,000 GF NA Relatngducation
mandates and the necessity
for larger discussion of
mandate reform in this area.

56 6110-295-0001 Education $38,000 GF NA Relatngducation
mandates and the necessity
for larger discussion of
mandate reform in this area.

57 6110-301-0660 Education $12,699,000 LeaselCapitol Outlay New Project. California

Revenue 09-01 School for the Deaf,
Bond Freemont.
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58

59

60

61

62

63

64

65

66

67

68

6110-301-0660

6440-001-0001

6440-001-0001

6440-301-0660
6610-301-0660

6610-001-0001

6870-295-0001

8660-001-0462

8660-001-0462

8660-001-0462

8660-001-0462

8940-001-0001

Education

uc

uc

uc/Ccsu

Csu

Community
Colleges

Public
Utiliites
Commission

PUC

PUC

PUC

Military

$15,200,000
Revenue
Bond
$1,087,000 GF
$1,460,000 GF
$774,000,000 Lease/
Revenue
Bond
$3,600,000 GF
$3,000,000 GF
$174,000 SF
$2,500,000 SF
$461,000 SF
$322,000 SF
$1,827,000 GF

Senate Budget and Fiscal Review Committee

LeaseCapitol Outlay
09-02

NA

10

New Project. California
School for the Deaf,
Riverside.

Related to exparsfi®C
nursing enrollments.

Related to exparsfi®C
medical school enrollments.

Lease revenue bonds:

UC -- 8 projects totaling
$449 million

CSU -- 6 projects totaling
$325 million

Broader discussion of state's
bond capacity should occur.

Related to exparufi
CSU nursing school
enrollments.

Relating to community
college mandates and the
necessity for larger
discussion of mandate
reform in this area.

Independent Monitoring of
the CAISO's Newly
Designed Wholesale
Electricity Market Part of
larger energy reorg issues.

Outside Legah&a and
Economic Consulting Firm
to Pursue Potential Refunds
for California Consumers
Part of the larger Energy
Reorg issues.

Achieve Energyigficy
Savings Goals and
Implement Utility
Performance Incentives.

Renewable Portfolio
Standard and Transmission.

Educatiom&fis

program. Significant policy
implications.
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69

70

71

72

73

74

75

8940-001-0001

8940-001-0001
8940-001-1014

8940-301-0001
8940-301-0890

CS 8.88

Education
Trailer Bill

New CS 4.12

CS 12.25

Military $1,009,000
Military $2,200,000
Military $2,771,000

Fi$Cal

Education $6,252,000

State Water
Project

SAC/CPEC

Senate Budget and Fiscal Review Committee

GF

SF

GF/SF

GF

GF

14

COBCPs
1,2,&3

NA

To perforrarmal health
prevention, training, combat
stress assessment, crisis
counseling, and social
service assistance. LAO
notes that Prop 63 moneys
may be available to support
this activity.

Related to the ERI prapos
(see Item 0690) to procure
and maintain new aerial
firefighting equipment.

Capital outlay for latrine
renovations, kitchen
renovations, and advanced
plans and studies.

New CS that would grant
DOF broad authority to
establish positions and
increase reimbursement
authority for FI$Cal's
partner organization's.

Relating to education
mandates and the necessity
for larger discussion of
mandate reform in this area.

Keeps open issue of new
SWP positions for future
legislative action. See 3860-
501-0502.

The CS would allow DOF
to transfer funds between
the two entities for the
purposes of implementing
consolidation and
decentralization of state
financial aid, further
discussion required.
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2009-10 General Fund Summary

Below is a cursory summary of the GF status for20@9 Budget.

» Revenues:The 2009 Budget is based on General Fund revemeegransfers
to be $97.5 billion, an increase of $8.2 billion®dt percent, above the revised
2008-09 estimate of $91.8 billion. Total resouragailable, in 2009-10, from
all sources are estimated at $98.6 billion.

* Expenditures: The 2009 Budget is based on General Fund expeesitof
approximately $96.3 billion. This is an increa$ebs.6 billion, or 6.2 percent,
above the revised 2008-09 figure of $90.7 billion

General Fund Summary
Current Year and Budget Year

(in millions)
2008-09 2009-10

Prior-year balance $2,376 $1,079
Revenues and Transfers $89, $97,547
Total Resources Available $91,77 $98,626
GF expenditures $55,6 $55,747
Prop 98 — K14 expenditures $35,036 $40,524
Total Expenditures $90,69 $96,271
Fund Balance $1,07 $2,356
Budget Reserve:

Reserve for Liquidation of

Encumbrances $1,0 $1,079
Special Fund for Economic Uncertainties $1,276
Budget Stabilization Account - --
TOTAL AVAILABLE RESERVE -- $1,276
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Summary by Subject Matter

Overall Proposition 98 — K-14 Funding The budget package includes

significant Proposition 98 reductions in the cutrand budget years compared to
the 2008-09 Budget Act.

Proposition 98 Funding — Current Year. The budget provide$50.7 billion

in Proposition 98 funding for K-14 education in 8009, which provides
funding at the revised minimum guarantee levelis Bguates to &7.4 billion
reduction in Proposition 98 funding compared to #@8-09 Budget Act,
accomplished through $2.4 billion in program redutt and savings and $5
billion in Proposition 98 funding deferrals and duswaps.

The $5 billion in funding deferrals and swaps hdke effect of reducing
Proposition 98 funding, while maintaining the saan@ount in other funding for
Proposition 98 programs. As a result, the budgetiges $55.7 billion in
actual funding for Proposition 98 programs in 2@38- This equates to%2.4
billion reduction in actual funding compared to the 2008BQ€fget Act.

Proposition 98 Funding — Budget Year.The budget provide$54.9 billion in
Proposition 98 funding for K-14 education in 200®-1vhich also provides
funding at the minimum guarantee level. This pdegi a$4.2 billion increase
above the 2008-09 budgét.

Through an additional $400 million in fund swapse toudget provides total
funding of$55.3 billion for Proposition 98 programs in 2009-10. This amou
provides approximately $400 million less than tb&lt amount proposed in
2008-09.

Proposition 98 Maintenance Factor The budget package includes a State
Constitutional Amendment that recognizes $9.3dliin funding obligations in
lieu of what might have been owed for maintenare&ol in 2007-08 and
2008-09. If passed by state voters, this measatddrcommence supplemental

Y For year-to-year comparisons, excludesincrease of approximately $1 billion in Progiosi 98 funds to replace
State Lottery revenues to K-14 education pursuatiié State Lottery modernization measure passadast of the

2008-09 budget package (Chapter 764; Statutes@)20This measure requires statewide voter appedvthe next

state election.
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education payments to school districts and commucaileges in 2011-12.
These payments would occur only if another statestitnitional amendment
that establishes a state funding cap, is approyestdie voters. The measure
requires that up to $200 million be allocated td Xdistrict for revenue limit
equalization; remaining K-12 funds are provided foevenue limit
apportionments.

Mandates. The budget does not include the Governor’s proptsaliminate
K-14 education program mandates beginning in 20M9-Bpecifically, the
Governor proposes to “suspend” all but two K-12 datas and all community
college mandates. This change in approach conftonasrecent lawsuit that
requires the state to either fully fund or suspeddcation mandates. K-14
education mandate costs are estimated to totalomippately $348 million
annually. The Legislature will consider mandat®mas more fully in budget
hearings this spring.

Additional detail for K-12 education programs, inting child care, and for the
California Community Colleges, is provided below.

K-12 Education:

Major Revenue Limit and Categorical Program Reductons. The budget

provides $1.9 billion in K-12 program reductionditspvenly between revenue
limits ($945 million) and categorical programs ($9dillion) in the current

year. These reductions continue in the budget, ygawing to $2.4 billion, an
increase of approximately $535 million. More that categorical programs
will be subject to across-the-board reductions thatl be allocated

proportionally and are estimated at roughly 15 @etc Deficit factors are
established for revenue limit reductions in bothrge

Categorical Flexibility. The budget provides comprehensive categorical
funding flexibility over the next five years to ngiate program reductions.
Specifically, the budget allows local educationggrcies to transfer unlimited
funds from more than 40 categorical programs to tieneral purpose accounts
commencing in the current year. Another 11 prograame subject to
reductions, but are not subject to categoricalitbiéty programs. [Eight major
Proposition 98 programs are excluded from any caieg) reductions or
flexibility, including Child Development, Child Ndtion, Economic Impact
Aid, Special Education, Home-to-School Transpaotati After School
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Education & Safety, K-3 Class SizeReduction, andal®u Education
Investment Act.]

Cost-of-Living Adjustments (COLAS): Eliminates $247 million for a partial

COLA for K-12 revenue limits in the current yeatn the budget year, no
COLA is provided for K-12 education programs. Thestion saves

approximately $2.5 billion, reflecting an estimatsthtutory COLA of 5.02

percent. Deficit factors are established to reéftee elimination of these funds
in both years.

Payment Deferrals. The budget includes two new payment deferral psa[s.
In the current year, the budget: (1) extends $2lBrp in existing payment
deferrals for K-14 education from April to July ZD@nd recognizes these
payments for purposes of Proposition 98; and (®yesc an additional $334
million in existing June to July payment defernaighin the 2009-10 fiscal year
for purposes of Proposition 98. In the budget y¢he budget shifts an
additional $2.7 billion in K-14 payments from Juiynd August to October
2009.

Proposition 98 Settle-Up.Scores $1.1 billion in K-14 current year spendiag a
"settle-up" dollars rather than Proposition 98 al@l This has the effect of
maintaining overall spending for K-14 programs aetiking an existing settle-
up obligation that reduces state debt, while rety€iroposition 98 spending.

Home-to-School Transportation Funding Swaps.Provides $618.7 million in
funding directly from the Public Transportation Acnt ($198.4 million) and
Mass Transportation Fund ($420.3 million) to thelX-Home-to-School
Transportation program in the current year. Inlibdget year, provides $404.4
million in funding directly from the Public Transpation Account ($313.9
million) and Mass Transportation Fund ($90.5 milidor the Home-to-School
Transportation program. These transfers reducedsimon 98 funding, but
maintain overall funding for school transportatinrboth years.

Other Funding Flexibility Proposals: Provides thefollowing additional
funding flexibility proposals:

» Categorical Ending Balances Allows prior-year categorical fund balances
to be used for general purpose activities in theeoi year and budget year.
Excludes access to fund balances for seven prograciading Economic
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Impact Aid, Special Education, Targeted Instruaioimprovement Block
Grant, Instructional Materials, Home-to-School Wportation, CAHSEE
Supplemental Services, and Quality Education Iatetiton and
Achievement.

» Class Size Reduction Caps & PenaltiefReduceshe penalties for
exceeding the maximum class sizes allowable um#eKt3 Class Size
Reduction Program for a four year period, beginmmthe current year.

» Instructional Materials. For the current and budget year, suspends the
statutory requirement that LEAs purchase newly setbmstructional
materials.

» Routine Maintenance Reserves.Reduces Routine Maintenance Reserve
requirement from three percent to one percentiveryears.

» Deferred Maintenance Reserves Suspends reserve and reporting
requirements for deferred maintenance for five year

Other Program Reductions and Savings.

» Captures $203 million in natural savings in therent year, including $97.3
million from child care, $46.2 million in variousipr year program savings,
and $59.8 million in various current year prograawisgs.

» Eliminates all funding ($114.2 million) for the HigPriority Schools Grant
Program in the budget year.

» Suspends annual funding ($100 million) for the Eyeecy Repair Program
in the budget year.

Revenue Limit Equalization: Authorizes a methodology for apportionment of
$200 million in K-12 equalization funding in 2012;lwhich will be paid only

if the voters approve a related initiative thatvpdes $9.3 billion to K-12
schools over several years, beginning in 2011-12.

Child Care:

Reduces the 2008-09 Proposition 98 appropriatiamschild care by $97
million. Included in this amount are savings opagximately $82 million due
to caseload and other revised programmatic projesti The remaining $15
million is attributable to a delay in implementingw Regional Market Rates
(RMR) for child care providers, which were prevityuslated to go into effect
March 1, 2009.
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Reappropriates $108 million in prior-year child dBpment program savings
for the purpose of meeting a current-year CalWORSBi&ge 2 child care
funding shortfall. (Since Stage 2 was funded waithariety of one-time funding
sources in the current year, this particular shéris due to the failure of
savings from one of the programs to materialize.)

Provides an $18.9 million augmentation in 2009-d0fund 1.23 percent
enrollment growth in services to the under 4-yddpopulation.

Scores monetary savings associated with the fallgwwo Governor's child

care reform proposals, but does not adopt the guaoyng statutory changes
to implement the reforms. These fiscal policy diexis are slated to be
discussed during spring budget hearings.

(1) Reducing reimbursement rates for child caiowipers ($38.7 million).

(2) Increasing the family fee amounts and incoavels at which
families begin paying fees ($14.4 million).

Community Colleges:

Rescinds funding, totaling $39.8 million, that waeviously appropriated for
Cost-of-Living-Adjustments (COLA).

Defers $340 million in January, February, Marchd akpril apportionment
payments, and instead pays these amounts in Juhedbllowing fiscal year.
The 2008 base apportionment level is reduced geaamount to effectuate the
new deferral.

Reschedules thesxisting $200 million deferral of apportionments, thus
requiring funds to be paid in October rather thaly Jthese were originally
dollars scheduled for June apportionment payments).

Defers current year funding for three community legé mandates, thus
reducing the amount of funding appropriated frormragimately $4 million to
$3,000 (or $1,000 per mandate.)

Captures approximately $3.6 million in unspent entrand prior year savings.
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Provides an additional $185.4 million in 2009-10 fiind three percent
enrollment growth.

Higher Education:

Adopts Governor's proposal to cut $132 million fréime base budgets of the
UC and the CSU beginning in the current year.

Reduces the UC and CSU by an additional $100 mil(®860 million each);
funding will be restored contingent upon Califotaiaeceipt of an additional
$9.1 billion in new federal funds from pending cagggional legislation.

Suspends funding for the Governor's Compact wighl, CSU, and Hastings
College of Law, thus foregoing $427.7 million inpexditures. As a result, no
funding is provided for enrollment growth, salamy,cost-of-living adjustments.

Denies Governor's proposal to provide UC with $2llian for contributions to
the UC Retirement Plan (UCRP). These funds wowddehbeen used to
partially cover UC's employer-side costs associateith restarting
contributions to the UCRP. Adopts language stalaggslative intent that no
new General Fund will be provided for this purpose.

Assumes student fee increases of approximatelyet€ept at both the UC and
CSU.

Rejects the Governor's proposal to cut fundingfal Grants. Governor would
have reduced funding for financially-needy studdints$87.5 million by both

altering the Cal Grant award levels and the incoghgibility thresholds.

Governor's proposal further included the phasedieéition of the Competitive
Cal Grant program, which provides 22,500 grantsualiy to predominately
non-traditional students.

Medi-Cal Program

Eliminates the cost-of-doing-business paid to tbenties for them to conduct
Medi-Cal eligibility processing as an agent for gtate. This proposal by the
Governor results in a reduction of $49.4 millior24$/ million General Fund)
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in 2009-10. Trailer bill legislation reflects tm@cessary statutory change for
this action.

Rejects the Governor’s entire proposal to elimimater 500,000 people from
receiving vital health care services within the hE&dl Program. This
includes: (1) rolling back eligibility for workingamilies eligible under the
1931 (b) program; (2) rolling back eligibility foaged, blind and disabled
individuals; (3) changing to a month-to-month digity for individuals without

documentation; and (4) rolling back eligibility fdegal immigrants and
individuals permanently residing under the colorlafv (PRUCOL). This

action restores $485.1 million (General Fund) te firogram to continue
eligibility.

Contains an “unspecified” reduction of $646.6 milli($323.3 million General
Fund) as proposed by the Governor which is a coation of a Governor’'s
veto action from the Budget Act of 2007. The Adisiiration contends that on
average Medi-Cal expenditures have been more t8@a fillion (total funds)

lower than the Medi-Cal Estimate package calculddigdhe Department of
Health Care Services (DHCS), and as such, an amggadjustment is being
made at this time.

Deletes $258.8 million ($129.4 million General Fumad funding for certain
Medi-Cal Optional Benefits as proposed by the Goeerunless notification
regarding the receipt of additional federal funds received pursuant to
Government Code, Section 99030. Trailer bill lidien reflects the necessary
statutory change for this action, including thegtier” mechanism.

Deletes $54.2 million (federal funds), or 10 petcefinom certain public

hospitals and safety net care hospitals and usese tfunds to backfill for

General Fund expenditures in the California Chiid&ervices Program, the
Medically Indigent Adult-Long Term Care Program,dathe Genetically

Handicapped Persons Program as proposed by ther@oyenless notification

regarding the receipt of additional federal funds received pursuant to
Government Code, Section 99030. Trailer bill legien reflects the necessary
statutory change for this action, including thegtjer” mechanism.

Does not contain any adjustments which may be sacggor implementation
of pending federal stimulus legislation regardihg Medicaid Program (Medi-
Cal Program in California).

Reflects funding necessary to implement AB 118&tusés of 2008, which
requires the DHCS to adjust Medi-Cal rates effectas of March 1, 2009.
Generally, this action reflects an overall one petcreduction to Fee-For-
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Service Medi-Cal rates (i.e., no longer the 10 @etas done in AB 3X 5,
Statutes of 2008) , a five percent reduction foarpracy providers and certain
long-term care providers (i.e., no longer the léceet as done in AB 3X 5,
Statutes of 2008).

Assumes implementation of Adult Day Health Caremes as proposed by the
Governor, including unbundling the rate into itsn@wmnent services, tightening
medical necessity criteria, performing post-paymestiews of participant
charts, and changing reimbursement to a prospectsebased methodology,
for savings of $34 million ($17 million General F)n

Assumes the realigning of payment rates to reinguederally Qualified
Health Centers and Rural Health Clinics with thosed to reimburse Adult
Day Health Centers as proposed by the Governordipgndiscussion of
statutory changes to occur at a later date.

Provides an increase of $42.7 million ($21.4 mili@eneral Fund) as proposed
for Federally Qualified Health Centers and Rurahlte Clinics to reflect the
Medicare Economic Index adjustment.

Assumes implementation of a Maximum Allowable Iiemt Cost for
Generic Drugs for savings of $2 million ($1 milli@eneral Fund) as proposed
by the Governor, pending discussion of statutorgnges to occur at a later
date.

Includes an increase of $365.6 million (total funasreflect a five percent rate
increase for certain nursing homes (i.e., thosambarsed under the AB 1629
process) effective as of August 1, 2009. Thisefl the existing methodology,
including the use of the Quality Assurance Fee ravide additional federal
funds.

Provides for the deferral of Medi-Cal reimbursemsemiade to Medi-Cal
Managed Care organizations and entities that ccnwéah the department in
order to provide assistance with the state’s camshagement as proposed by the
Governor and as contained in the Omnibus Generake@ment trailer bill.
This deferral equates to $260 million.

Continues the ability of the Administration to dete to two Fee-for-Service
Medi-Cal Program checkwrites, if necessary, to rgarthe state’s cash flow.

Deletes a total of $331,000 ($166,000 General Fand)three positions for the
DHCS to monitor the Mental Health Managed Care BitgdVaiver.

Senate Budget and Fiscal Review Committee Page 23



Other Health Care Programs

Provides funding as proposed for the Healthy FasilProgram (HFP) as
administered by the Managed Risk Medical InsurdBeard. However, it does
not reflect the federal State Children’s Health Insge Program (SCHIP)
reauthorization which was just signed into law lbgdtdent Obama.

Assumes savings of $1.4 million (General Fund) ime tGenetically

Handicapped Persons Program (GHPP) by increasnmujraent fees to: (1) 1.5
percent of Adjusted Gross Income for families withomes greater than 200
percent but not more than 300 percent of the fégenzerty level; and (2) three
percent of Adjusted Gross Income for families withomes greater than 300
percent of the federal poverty level. This reduttis pending discussion of
statutory changes to occur at a later date.

Assumes savings of $600,000 (General Fund) in tHER>through the state’s
assistance in coordinating enroliment of GHPP lelgg into commercial
insurance product lines and fund their premium payisy pending discussion
of statutory changes to occur at a later date.

Deletes $448,000 (General Fund) from the EmergeMegdical Services
Authority which was slated to purchase pharmacalgitor the Mobile Field
Hospitals. Other supplies can be made availabléhfs purpose in the event of
an emergency, if necessary.

Provides an increase of $1 million (General Furat)\falley Fever research
and related activities to the Department of Pudkalth.

Developmental Services

Reduces by 3 percent, as proposed by the Govecediain payments for
services delivered from February 1, 2009 to June2BA0. This reduction
results in a reduction of $40.4 million ($24.1 moil General Fund) in 2008-09
and $100.8 million ($60.2 million General Fund) 2009-10. Trailer bill

legislation reflects the necessary statutory chaogthis action.

Reduces by $100 million (General Fund) the amoppt@priated for Regional
Centers which isn lieu of the Governor’s proposed reduction of $334 million
(General Fund). Since statutory changes will beesgary to administer this
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reduction, trailer bill legislation proposes foetBepartment of Developmental
Services to proceed with a stakeholder processdémtify how to most

effectively achieve this savings while maintainiagcess to high quality
services for individuals with developmental disdieis. This trailer bill

language also contains a “trigger” mechanism whichild further reduce the
payments made to providers by an additional 7.lcqmr effective as of
September 1, 2009, if the stakeholder process mateschieve success.

» Adopts the Governor’s proposal to reduce Regioraadt€ Operations by $6.6
million ($4.6 million General Fund) in 2008-09 ar%i7.4 million ($12.2
million General Fund) in 2009-10 by suspending s&vadministrative and
case management requirements in existing law frebriary 1, 2009 to June
30, 2010. Trailer bill legislation reflects thecessary statutory change for this
action.

» Assumes voter approval of amendments to the CalddChildren and Families
Act of 1998 which would provide $265 million (Praption 10 Health and
Human Services Fund) to be expended for the Eawdyt $rogram, which
services high-risk infants up to the age of thnedigu of General Fund support.
Trailer bill legislation reflects the necessarytstary change for this action to
be presented to the voters.

Mental Health

* Assumes voter approval of amendments to the Mé#dalth Services Act of
2004 which would provide $226.7 million (Mental HibaServices Act Funds)
in 2009-10 for the Early and Periodic Screeningagdosis and Treatment
(EPSDT) Program, in lieu of General Fund suppéir 2010-11, a total of up
to $334 million (Mental Health Services Funds) wbhbk used for this purpose.
Trailer bill legislation reflects the necessarytstary change for this action to
be presented to the voters.

* Provides $226.7 million (General Fund) for the Metriiealth Managed Care
Program in 2009-10.

* Reduces by $17 million (General Fund) the amouavided for capital outlay
projects for the State Hospitals.
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Human Services

* Supplemental Security Income/State SupplementarggrBm (SSI/SSP).
Includes the following adjustments in SSI/SSP:

» In the current year, suspends the pass-througheoffdderal SSI cost-of-
living adjustment (COLA), effective May 1, 2009. hi§ will bring grant
levels down to the December 2008 level and reauEeneral Fund savings
of $79.8 million in 2008-09 and $487.3 million i0@0-10.

» Suspends the June 2010 state SSP COLA, as proposkd Governor’s
Budget, resulting in General Fund savings of $2iillion in 2009-10 and
$323.9 million annually beginning in 2010-11.

» In the absence of notification from the Director Fehance to the Joint
Legislative Budget Committee of the receipt of midint federal stimulus
funds, reduces SSI/SSP grant levels in effect oceBder 1, 2008 by 2.3
percent, resulting in General Fund savings of $6illion in 2009-10.
Exempt from this reduction are recipients livingS8P living arrangements
for Non-Medical Out-of-Home Care and Title XIX medi facilities, as well
as those receiving a Restaurant Meal Allowanceis Would reduce the
monthly grant for individuals by $20 and the mowtglant for couples by
$35.

» Rejects the Governor’'s proposal to reduce SSI/SBRtg to the federal
minimum.

» Rejects the Governor’'s proposal to eliminate thehCassistance Program
for Immigrants (CAPI), which provides benefits eqt@a SSI/SSP for legal
immigrants who would be otherwise eligible for &8P except for their
immigration status.

* In-Home Supportive Services (IHSS). Includes tbikotving adjustments in
IHSS:

» Rejects the proposals in the Governor's Budget gstrict non-medical

services to only those IHSS recipients with thehbgj level of need, to
eliminate the state’s share of cost contribution #8SS recipients with
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lower levels of need, and to limit state participatin the wages of IHSS
workers to the state minimum wage.

» In the absence of notification from the Director fhance to the Joint
Legislative Budget Committee of the receipt of midint federal stimulus
funds, eliminates the state’s share of cost camioh to new IHSS
recipients prospectively, resulting in General Faadings of $3.8 million in
2009-10.

» In the absence of notification from the Director Fehance to the Joint
Legislative Budget Committee of the receipt of it federal stimulus
funds, limits state participation in the wagestldE5 workers to up to $9.50
per hour (down from the current $12.10 per houwsplp to $0.60 per hour
for individual health benefits. This will result IGeneral Fund savings of
$74.2 million in 2009-10.

» California Work Opportunity and Responsibility toids (CalWORKS).
Includes the following adjustments in CalWORKSs:

» Rejects the proposals in the Governor's Budget talifp the Safety Net
Program, impose a 60-month time limit on assistdoceertain child-only
cases, implement a six-month self-sufficiency revieequirement, and
reduce grants by ten percent.

» Rejects the Governor’'s proposed shift of $216.9ionilin federal funds
from CalWORKs to the Department of Developmentatviees and the
California Student Aid Commission.

» Suspends the July 2009 CalWORKs COLA, as propogetihd Governor,
resulting in General Fund savings of $79.1 millior2009-10.

» Suspends the Pay for Performance county incentwgram, as proposed by
the Governor, resulting in General Fund savings4@f million in 2009-10.

» Delays by six months the replacement of Los Ang€leanty’s automated
benefit and eligibility determination system, aspgwsed by the Governor,
resulting in General Fund savings of $14.6 millior2009-10.

» In the absence of notification from the Director Fehance to the Joint
Legislative Budget Committee of the receipt of it federal stimulus
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funds, reduces CalWORKSs grants by four percentiltieg in General Fund
savings of $146.9 million in 2009-10. For a famdi three, this cut will
result in a loss of $29 monthly, reducing the gfamin $723 to $694.

» California Food Assistance Program (CFAP). RejdutsGovernor’'s proposal
to eliminate CFAP, which provides food benefitsléav-income, legal non-
citizens.

* Proposition 10 Funding. Redirects an additiona #6llion in Proposition 10
funding to the Department of Social Services (D®&S)ffset an equal amount
of General Fund costs in Child Welfare Servicestdbcare, and the Adoption
Assistance Program. The Governor’'s Budget alreéacydes $275 million in
Proposition 10 funding to DSS (and correspondinge®a Fund savings) for
these purposes.

» Department of Child Support Services (DCSS). DBefg27.1 million ($9.2
million General Fund) requested by the Governor dahancements to the
recently-completed California Child Support AutomoatSystem (CCSAS). In
addition, reverts $144.6 million ($27.0 million Geal Fund) in unused prior-
year funding provided to DCSS for development ofS2G.

» Department of Alcohol and Drug Programs (DADP).stRees $365.5 million
General Fund to DADP to reflect the rejection o tBovernor’'s proposed
increase to the alcohol excise tax.

Resources and the Environment

* Preserves the California Conservation Corps fundangontinue employment
and education for over 1,300 youths for 2009-10ejeBts the Governor’s
proposed elimination of the California Conservat@orps.

* Maintains Williamson Act funding to continue agiicwal land preservation
subsidies in 2009-10.

» Provides $325 million in grant funds for local paidnd nature education centers
in 2009-10.

» Provides over $1 billion for CALFIRE’s fire fightgnactivities in 2009-10.
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* Provides over $684 million for the Department of té&/aResources flood
management and capital outlay activities in 2009-10

» Eliminates funding for vehicle retrofits with cleair technology in response to
new Air Resources Board regulations for CALFIRE Department of Fish and
Game, and the Department of Parks and Recreation.

» Eliminates funding for energy transmission plannamgl related environmental
work in the Public Utilities Commission, the Ener@ommission, and the
Department of Fish and Game in 2009-10.

* Includes a new control section specifying that ew positions are approved for
the State Water Project in the Department of WRaesources for 2009-10.

Employee Compensation

» Achieves approximately $1.4 billion in GF employeempensation savings
over 18 months in the following manner:

» Assumes a two-day-per-month furlough of all statepleyees in the
executive branch (beginning February 1, 2009),céffely reducing state
employee salaries by 9.2 percent, and resultingnirestimated savings of
$658 million ($375.8 million GF) in fiscal year 28@9 and $1.6 billion
($901.8 million GF) in fiscal year 2009-10.

» Assumes elimination of two state holidays and faligremium pay for an
estimated savings of $76.6 million ($74.5 milliof)3n 2009-10.

» Assumes overtime calculations based on actualwior&ed for an estimated
savings of $12.8 million ($10 million GF) in 2008-and $56.5 million ($48
million GF) in 2009-10.

* Rejects the Governor’'s proposed layoff of currdaatesemployees to achieve
$150 million in GF savings.

* Rejects the Governor’'s proposal to reduce statéribations to employee and
retiree health plans by shifting their managemewimf CalPERS to the
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Administration, who would negotiate increased copents, deductibles, or
other “cost-shifting” in order to achieve $132 mail in GF savings.

General Government

Cesar Chavez Grants. Suspends indefinitely the annual $5 million GF
appropriation for the Cesar Chavez Day of Serviearhing Program.

Secretary of State Special Election Costs.Provides a minimum of $10
million and a maximum of $15 million (subject tagislative review) for the
Secretary of State to conduct a statewide spetzatien for the purpose of
placing numerous budget-related measures on that.bal

Price Increase. Rejects the Governor’'s proposed 3.2-percentatiofi-based
increase to departmental budgets, and scores $illgrm GF savings (due to
significantly lower forecasts of future inflation).

Local Government

Local Mandate Payment. Approves the Governor’'s proposal to defer annual
payment to local governments for mandate costsriedyprior to 2004-05 for
GF savings of $91 million. A similar deferral waslopted with the 2008
Budget Act.

Senior Citizens’ Property Tax Deferral Program. Approves the Governor’'s
proposal to suspend this program which pays prgpaxtfor eligible seniors to
achieve GF savings of $6.5 million in 2008-09 arg2 $nillion in 2009-10.
The State is ultimately reimbursed for this cosewlthe property is sold. Note,
in the 2008 Budget Act, the Governor vetoed allding for the separate Senior
Citizens’ Property Tax Assistance Program and @rad Citizen Renters’ Tax
Assistance Program, and no funding is includedHose programs in 2009-10.

Local Public Safety Programs. Modifies the Governor’s proposal to eliminate
General Fund support for various local law enforeemprograms, saving
approximately $189 million in the current year &3 million in the budget
year. These cuts are mitigated by increased MeHiddense Fee revenues
resulting from a 0.15 percent increase in the Vh# dedicated to support these
local programs. The additional revenues are prejeto provide $111 million
in the current year and $508 million in the budggsr.
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Transportation

Transit Funding Shift. Provides General Fund relief of $153 million ©03-
09 and $306 million per year for four years (20@+hrough 2012-13) by
shifting transit revenue from local transit agesdie the State. The State will
spend the funding on mass-transportation progranisei Department of Social
Services and in K-12 education.

New Funding for Transportation. The tax package increases the motor
vehicle fuel and diesel fuel excise tax from 18tsqrer gallon to 30 cents per
gallon. The higher tax rate would be in effectdgperiod of 51 months — from
April 1, 2009, through June 30, 2013. However, liigher tax would only be
in effect through June 30, 2011 if the Budget Refoneasure (either ACA 1 or
SCA 1) is rejected by voters. The taxation bilkHer ABx3 3 or SBx3 3)
would result in increased fuel excise revenue oual$580 million in 2008-09,
and $2.1 billion annually thereafter until the seindate. Most of the new
revenue in 2008-09 and 2009-10 is directed to Genieund relief ($250
million in 2008-09 and $1.8 billion in 2009-10) ttugh reimbursement to the
General Fund for transportation-related generalgabbn bond costs. The
remaining amount from the new revenue is availéeappropriation by the
Legislature, and $275 million is appropriated ire tAB009 Budget Act for
highway rehabilitation. This revenue can only Isedifor the transportation
purposes as defined in Article XIX of the State &tdation.

Tribal Gaming Revenue Shift. Redirects $100 million in tribal gaming
revenue in both 2008-09 and 2009-10 from transportdunds to the General
Fund.

Fully Funds Proposition 42. Proposition 42 funding for transportation is yull
preserved in both 2008-09 and 2009-10. The 2008r~i0unt is approximately
$1.7 billion — $300 million higher that the 2008-8gnhount due to the 1 cent
increase in the sales tax.

High-Speed Rail Authority. Reduces funding to the base level, to allow full
consideration of the best budget strategies forrtipgementation of the high-
speed train system. Since voters approved the lbogasure in November
2008, $10 billion in bond funds are now availatlderail investments.
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» Department of Motor Vehicles. Deleted funding associated with the federal
Real ID Act, to allow full consideration of all thesues associated with the
Administration’s proposal to begin implementatidrttee Act.

Corrections and Judiciary

* Achieves $375 million in budget year solutions frahe Judicial Branch,
including the rejection of the Governor’'s propo&al new judges, a one-time
transfer from the Court Facilities Fund, and a tmee unallocated reduction.

* Includes a 10 percent unallocated reduction toptison health care receiver’s
budget for a savings of $181.2 million General Fund
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